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OF 
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ON  PERSONAL  RURAL  CREDIT. 

Mr.  McFADDEN.  Mr.  Speaker,  the  rural  credit  bill  I intro- 
duced to-day  provides  for  the  establishment  of  a cooperative  sys- 
tem of  farm  credit  based  on  personal  security,  as  distinguished 
from  land-mortgage  security. 

This  bill  is  an  adaptation  of  the  best  features  of  the  European 
systems  to  meet  the  conditions  in  this  county.  It  follows  the 
Credit  Agricole  of  France  in  limiting  the  activities  of  the  pro- 
posed system  to  the  use  of  bills  of  exchange,  or  to  “ banking 
with  bills,”  as  distinguished  from  the  system  of  “ banking  with 
deposits,”  thus  broadening  the  market  for  productive  agricul- 
tural paper,  reducing  the  expense  of  management,  and  improv- 
ing our  whole  banking  or  credit  system. 

The  bill  provides  for  1 central  bank,  48  branches,  1 for 
each  State,  and  innumerable  local  associations  or  communes. 
The  central  bank  will  have  a capital  of  $25,000,000,  to  be  fur- 
nished by  the  Government,  but  a sinking  fund  is  created  to  reim- 
burse the  Government  for  the  capital  so  advanced  by  it.  Each 
branch  will  have  a capital  of  $50,000,  to  be  furnished  by  one 
of  the  big  life  insurance  companies.  This  capital  will  carry 
with  it  the  right  to  elect  the  auditor  and  deputy  auditors  of  the 
rural-credit  society,  and  will  be  paid  an  annual  dividend  of  6 
per  cent.  The  stock  of  the  communes  or  community  associa- 
tions will  have  a par  value  of  $5,  which  will  be  subscribed  for 
and  carried  by  the  farmer  members  of  the  system.  Both  limited 
and  unlimited  liability  communes  are  provided  for,  but  only 
members  of  the  unlimited-liability  communes  will  exercise  a 
voice  in  control. 
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DEPOSIT.  BANKING  INADEQUATE  FOR  MANY  AGRICULTURAL  NEEDS. 

Deposit  banking  does  not  meet  many  of  the  productive  re- 
quirements of  agriculture.  I believe  I am  entitled  to  speak  on 
this  subject,  as  I have  spent  my  whole  life  in  deposit  banking. 
To  illustrate  the  inadequacy  of  our  present  banking  or  credit 
system,  let  us  take  the  cattle-breeding  industry.  It  is  9 months 
before  a cow  calves,  and  If)  to  21  months  more  before  that  calf 
may  be  converted  into  beef.  Altogether,  it  requires  from  2|  to 
3 years  before  that  credit  will  reproduce  itself.  It  also  requires 
about  the  same  time  for  credit  used  to  build  a silo  to  reproduce 
itself.  That  is  not  safe  business  for  a deposit  banker,  whose 
borrowed  capital  is  payable  principally  on  demand.  But  this 
business  is  done  with  perfect  safety  by  European  rural-credit 
systems  doing  open-market  operations.  Our  beef  production  is 
not  keeping  pace  with  (he  increase  in  our  population  or  indus- 
trial activities,  and  unless  we  provide  adequate  credit  machinery 
to  meet  the  requirements  of  that  industry  we  may  expect  even 
higher  beef  prices  than  we  now  have.  No  animal  is  such  a con- 
sumer of  farm  roughage  as  the  cow,’ and  the  advancement  of  that 
industry  means  increased  soil  fertility. 

THE  MARKET  FOR  THIS  FARM  CAPER. 

It  may  lie  asked,  and  properly  so,  where  will  be  the  market 
for  such  paper.  This  market,  like  the  market  for  every  other 
commodity,  must  be  developed  through  sound  business  methods. 
The  wage  earners  of  our  industrial  Centers  and  many  of  our 
corporations  should  carry  it,  and  they  would  do  so  if  it  were 
properly  presented  to  them.  I maintain  that  our  life  insurance 
companies  should  carry  at  least  $1,000,000,000  of  such  paper  to 
meet  the  banking  obligations  under  their  guaranteed  cash  sur- 
render value  policies.  And  this  applies  with  equal  force  to  the 
policies  issued  by  the  Government  under  the  war-risk  insurance 
act.  The  average  maturity  of  this  farm  paper  will  be  about  11 
months,  and  the  banking  obligations  of  the  insurance  companies 
are  payable  at  the  end  of  the  policy  year,  or  every  twelfth 
month.  It  is  obvious,  then,  that  this  paper  just  meets  the  bank- 
ing obligations  of  those  institutions.  By  carrying  a line  of  this 
liquid  paper,  our  life  insurance  companies  would  not  be  forced 
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to  throw  their  permanent  investments  on  the  market  during  a 
financial  crisis. 

NEED  OF  COOPERATION  FOR  CONSERVATION  OF  CAPITAL. 

The  prime  object  of  a bank  is  to  economize  capital,  but  actual 
practice  does  not  always  square  itself  with  this  theory,  and  the 
result  is  a waste  of  banking  capital.  The  present  shortage  of 
capital  is  a world-wide  condition,  and  it  behooves  us  all  to 
Strain  every  point  to  relieve  it.  The  cooperative  feature  of  this 
bill,  as  well  as  the  use  of  “ bills  ” instead  of  “ deposits  ” will 
tend  greatly  in  economizing  banking  capital.  To  borrowers  it 
makes  no  difference  from  what  source  the  borrowed  capital  is 
raised,  but  to  the  investing  public  it  makes  all  the  difference 
whether  the  borrowers  be  treated  as  partners  or  creditors.  To 
illustrate  this,  lets  suppose  the  proposed  system  does  $1,000,- 
000, 000  of  business,  one-half  the  borrowed  capital  being  raised 
from  the  partners — farmer  commune  stockholders — and  the  bal- 
ance in  the  open  market.  If  that  business  were  done  under  the 
“ deposit  ” system,  there  would  be  $27,400,000  of  capital  to 
secure  $1,000,000,000  of  loans,  whereas  under  the  proposed  sys- 
tem there  would  be  $527,400,000  of  capital  to  secure  $500,000,000 
of  borrowed  capital,  not  taking  into  consideration  the  security 
furnished  by  the  individual  borrowers,  which  would  exceed 
$1,000,000,000,  nor  the  security  afforded  under  the  cooperative 
feature,  which  would  be  considerably  more. 

REPLY  TO  SECRETARY  HOUSTON’S  LAST  REPORT. 

In  his  last  report  as  Secretary  of  Agriculture  Secretary 
Houston  called  attention  to  the  need  for  improved  personal 
rural-credit  facilities,  but  suggested  this  reform  should  come 
through  State  legislation.  If  the  States  undertake  this,  it  will 
mean  the  placing  of  our  farmers  in  deposit  banking,  a strictly 
local  system  which  is  now  overdone  in  this  country,  is  too  ex- 
pensive, and  would  not  afford  so  broad  a market  for  productive 
farm  paper  as  would  a system  employing  written  credit  instru- 
ments— call  them  bills  of  exchange,  short-time  notes,  or  what 
not.  Investors  in  our  industrial  centers  would  not  have  the 
confidence  in  the  paper  of  a corporation  created  by  a legisla- 
tive body  in  which  they  had  no  voice  as  one  created  by  a 
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legislative  body  in  which  they  had  an  equal  voice  with  the 
sellers  of  such  paper.  Not  only  would  the  proposed  system 
be  safer  and  far  more  efficient  for  the  farmers  but  it  would 
tend  to  improve  our  whole  banking  system  and  rid  it  of  many 
existing  abuses  caused  by  an  attempt  to  do  a class  of  business  it 
is  not  designed  to  do  and  can  not  safely  do ; and  if  the  farmers 
employ  the  same  credit  machinery  now  used  by  the  existing 
banks,  they  will  make  matters  worse,  which  will  result  in  the 
breaking  down  of  our  whole  credit  system. 

The  bill  is  as  follows: 

A bill  (H.  K 12678)  to  create  a rural  credit  society  and  general  in- 
surance league  to  facilitate  the  increase  and  reduce  the  cost  of  farm 
production  and  act  as  the  fisea!  and  financial  agents  for  the  Govern- 
ment of  the  United  States,  to  create  two  such  agents,  and  for  other 
purposes. 

Be  it  enacted,  etc.,  That  the  short  title  of  this  act  shall  be  the  rural 
credit  act,  and  the  two  corporations  created  by  this  bill  shall  be  referred 
to,  respectively,  as  follows : The  rural  credit  society  shall  be  referred  to 
as  the  society  and  the  liberty  insurance  league  shall  be  referred  to  as  tha 
league. 

Sec.  2.  That  the  commissioners,  directors,  and  trustees,  respectively, 
of  said  two  corporations  and  bodies  politic  and  financial  and  fiscal  agents 
hereby  created  shall,  by  the  name  of  the  rural  credit  society  and  liberty 
Insurance  league,  have  succession  and  be  able  to  sue  and  be  sued, 
implead  and  be  impleaded,  in  all  the  courts  of  the  United  States,  and 
each  to  make  and  use  a common  seal,  and  the  same  to  alter  and  amend 
at  pleasure. 

Sec.  8.  That  L.  D.  May,  of  Granville  Center,  Bradford  County,  Pa. ; 

Witt  Sears,  of  Thorp  Spring,  Hood  County,  Tex.  ; and  — , of , 

are  hereby  designated  and  created  commissioners,  with  power  and 
authority  to  negotiate,  in  the  manner  expressly  provided  in  article  6 
of  the  charter  creating  said  liberty  insurance  league,  with  any  solvent 
and  well-established  life  insurance  company  incorporated  under  the  laws 
of  some  one  of  the  several  States  having  approved  assets  of  not  less  than 
$400,000,000,  for  the  purpose  of  inducing  one  of  such  companies  to  ac- 
cept the  terms  of  the  charter  creating  said  liberty  insurance  league,  and 
agree  and  bind  itself  to  operate  thereunder  and  be  governed  solely  by 
the  terms  and  provisions  thereof  ; and  said  commissioners  are  further 
authorized  and  empowered  to  organize  said  rural  credit  society  in  the 
manner  expressly  provided  in  article  8 of  the  charter  creating  said 
rural  credit  society. 
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Sec.  4.  That  one  of  said  financial  and  fiscal  agents,  to  wit,  the  said 
rural  credit  society,  shall  operate  and  be  governed  solely  by  the  terms 
of  its  charter,  which  shall  read  as  follows  : 

“ Charter  of  the  Rural  Credit  Society. 

Article  X. 

Section  1.  Name  of  corporation:  The  name  of  the  corporation  shall 
be  the  rural  credit  society,  which  is  referred  to  herein  as  the  society. 

Article  II. 

Section  1.  Nature  of  business  : The  nature  of  the  society’s  business 
•shall  be,  and  It  is  hereby  authorized  and  empowered  to  act  as  the  finan- 
cial and  fiscal  agent  for  the  Government  of  the  United  States  in  such 
manner,  for  such  purposes,  and  on  such  terms  as  may  be  prescribed  by 
the  Secretary  of  Agriculture  and  approved  by  the  society's  board  of 
directors,  to  do  and  transact  a general  banking  and  credit  business 
through  its  executive,  branch,  and  commune  offices  and  through  such 
agents  and  agencies  as  its  by-laws  may  prescribe,  to  buy  and  own  ill 
perpetuity  such  real  estate  as  may  be  deemed  necessary  for  its  executive 
and  branch  offices  and  the  same  to  dispose  of  at  its  pleasure,  to  own  and 
hold  for  a period  not  to  exceed  10  years  such  real  estate  as  it  may 
acquire  through  foreclosure  proceedings  and  the  same  to  dispose  of : 
Provided,  That  neither  the  society  nor  its  branches  or  communes  shall 
issue  or  print  demand  payable  bank  notes  or  currency  : And  provided 
further,  That  the  society’s  communes  shall  not  receive  deposits. 

Article  III. 

Section  1.  Place  of  executive  office:  The  temporary  executive  office 
of  the  society  shall  he  located  by  its  board  of  directors  at  their  first 
meeting,  at  which  place  it  shall  remain  for  a period  of  five  years, 
when  the  board  shall  establish  a permanent  executive  office  by  a ma- 
jority vote  : Provided,  That  the  board  may,  by  a two-thirds  vote,  change 
the  location  of  such  office  thereafter.  Board  meetings  may  be  held  at 
such  places  in  the  United  States  as  its  by-laws  may  prescribe. 

Article  IV. 

Section  1.  Capital : The  capital  of  the  society  shall  consist  of  a 
guaranty  fund  and  the  stock  of  its  branches  and  communes. 

Paragraph  1.  Guaranty  fund  : The  guaranty  fund  shall  consist  of 
$25,000,000,  which  shall  be  furnished  and  paid  in  by  the  Government 
of  the  United  States  without  interest. 

Subparagraph  1.  When  Government  shall  pay  in  guaranty  fund  : 
When  the  commissioners  have  induced  such  a life  insurance  company  as 
is  described  in  section  3 of  the  act  creating  this  charter  to  accept  the 
said  liberty  insurance  league  charter,  and  the  Secretary  of  Commerce 
has  approved  their  acts  and  issued  a statement  authorizing  said  league 
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to  begin  business  under  sudi  charter,  the  Secretary  of  Commerce  shall 
then  draw  a voucher  on  the  Treasurer  of  the.  United  States  for  $25,- 
000,000,  who  shall  cause  such  sum  to  be  paid  into  the  treasury  of  such 
league,  to  be  held  in  trust  and  invested  by  such  league  for  the  use  and 
benefit  of  the  society  until  the  Secretary  of  Agriculture  orders  the 
league  to  pay  the  same,  principal  and  interest,  into  the  treasury  of  the 
society,  less  the  compensation  allowed  for  the  risk  and  expense  for 
accepting  such  trust,  as  is  provided  in  Article  X of  said  liberty  insur- 
ance league  charter. 

8uri*ar.  2.  Sinking  fund  to  retire  guaranty  fund  : Within  three  months 
after  the  1st  day  of  January,  each  year,  the  society  shall  cause  to  be 
paid  into  the  Treasury  of  the  United  States  one-tenth  of  1 per  cent  per 
annum  of  all  loans  and  discounts  made  or  renewed  to  its  members  the 
preceding  year,  ending  December  31,  which  payments  shall  be  invested 
under  the  direction  of  the  Secretary  of  the  Treasury,  for  the  use  and 
benefit  of  the  sinking  fund  of  said  society,  and  when  such  fund,  prin- 
cipal and  interest,  equals  the  sum  of  $25,000,000,  this  subparagraph 
shall  be  of  no  effect. 

Sdbpae.  3.  Branch  stock  : Each  of  the  48  branches  shall  have  a capi- 
tal stock  of  $50,000,  and  the  stock  of  each  branch  shall  be  fully  paid  in 
cash  before  such  branch  begins  business.  Such  capital  shall  be  paid  by 
the  Liberty  Insurance  League,  and  the  society  shall  cause  stock  certifi- 
cates to  be  executed  and  delivered  to  the  league  as  evidence  of  such 
payment  and  its  ownership  of  such  stock.  Such  stock  shall  be  non- 
assessable and  nontransferable  and  paid  an  annual  dividend  by  the 
society,  if  earned,  of  6 per  cent,  which  dividend  shall  be  cumulative. 

StnepAE.  4.  Commune  stock : The  stock  of  the  communes  shall  be  sub- 
scribed and  paid  for  in  cash  by  the  members  of  the  respective  communes. 
Such  stock  shall  be  of  the  par  value  of  $5  each,  for  which  certificates 
shall  be  executed  and  delivered  to  the  subscribing  members.  Such  stock 
shall  be  nontransferable  while  the  subscribing  owner  is  a member  of 
the  society  : Provided,  That  a member  may  reduce  the  amount  of  his 
commune  stock  by  complying  with  the  terms  of  the  by-laws  and  sub- 
paragraph  4 of  Article  V of  this  charter.  Such  stock  shall  be  nonasses- 
sable and  paid  such  annual  dividend,  if  earned,  as  the  advisory  council 
of  the  respective  director's  (list riel  may  declare:  Provided  further,  That 
such  dividend  shall  not  exceed  the  lowest  discount  rate  at  which  any 
member  of  that  district  obtained  credit  from  the  society  the  preceding 
year,  ending  December  31 : And  provided  further.  That  no  dividend  shall 
be  paid  on  the  commune  stock  of  a director’s  district  until  such  branch 
has  accumulated  a safe  surplus  in  the  judgment  of  the  board  of  di- 
rectors. 

Article  V. 

Section  1.  Commune:  The  word  commune  as  used  in  this  charter 
shall  denote  a voluntary  local  association  of  farmers  for  the  purpose 
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of  improving  their  productive  credit  facilities,  and  the  persons  com- 
prising the  commune  shall  be  referred  to  as  members. 

Paragraph  1.  Classification  of  members : There  shall  be  two  classes 
of  members,  voting  and  nonvoting  members.  The  privilege  of  voting 
the  election  of  those  to  control  the  corporation  shall  be  exercised  by 
the  voting  members  only. 

Subpar.  1.  How  to  become  a voting  member  : To  become  a voting 
member,  a nonvoting  member  shall  obtain  the  unanimous  vote  of  the 
voting  members  of  his  commune. 

Subpar.  2.  Minimum  number  of  voting  members : Each  commune 
must  have  at  least  seven  voting  members. 

Subpar.  3.  Expulsion  of  a member : The  voting  members  of  any 
commune  may  by  a majority  vote  expel  a member. 

Subpar.  4.  Voluntary  resignation  of  members : Any  member  may 
voluntarily  withdraw  his  membership  from  his  commune  at  will,  to  take 
effect  immediately  ; but  a member  of  a commune  of  the  first  and  second 
class  shall  be  personally  liable  for  the  payment  of  the  debts  contracted 
by  the  commune  while  he  is  a member  thereof  and  until  the  1st  day  of 
January  next  after  he  ceases  to  be  a member  ; and  the  commune  stock 
of  a member  of  any  class  of  commune  shall  be  liable  for  the  payment  of 
the  debts  contracted  by  the  communes  of  that  director’s  district  while, 
he  was  a member  and  until  the  1st  day  of  January  next  after  he  ceases 
to  be  a member,  which  liability  shall  attach  and  become  binding  in  the 
order  provided  in  section  3 of  this  article. 

Sec.  2.  Classification  of  communes  : There  shall  be  three  classes  of 
communes — first,  second,  and  third  class. 

Paragraph  1.  Communes  of  first  class  : Communes  of  the  first  class 
shall  comprise  those  situated  in  States  whose  laws  permit  the  waiver 
of  homestead  and  execution  exemptions  of  such  members,  and  the  mem- 
bers of  which  actually  execute  valid  waivers  of  such  exemptions  and 
agree  and  bind  themselves  to  become  jointly  and  severally  liable  for 
each  and  every  credit  obligation  contracted  by  the  members  of  their 
respective  communes  while  they  were  members  and  until  the  1st  day 
of  January  next  after  they  cease  to  be  members. 

Subparagraph  1.  Credit  limitation  of  the  first  class  : The  credit  of 
each  member  of  a commune  of  the  first  class  shall  be  limited  to  twenty 
times  his  paid-up  stock  in  his  commune. 

Par.  2.  Communes  of  second  class  : Communes  of  the  second  class 
shall  comprise  those  situated  in  States  whose  laws  prohibit  the  waiver 
of  homestead  or  execution  exemptions,  but  whose  members  lawfully 
agree  and  bind  themselves  to  become  jointly  and  severally  liable  for 
each  and  every  credit  obligation  contracted  or  made  by  the  members 
of  their  respective  communes  while  they  are  members  thereof  and 
until  the  1st  day  of  January  next  after  they  cease  to  be  members. 
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Subparagraph  1.  Credit  limitation  of  second  class : The  credit  of 
each  member  of  a commune  of  the  second  class  shall  be  limited  to  ten 
times  his  paid-up  stock  in  his  commune. 

Par.  3.  Communes  of  third  class : Communes  of  the  third  class  shall 
comprise  those  whose  members’  personal  liability  shall  be  unlimited 
for  the  credit  obligations  contracted  or  made  by  themselves  and  for 
which  they  become  surety,  but  for  the  credit  obligations  of  other  mem- 
bers their  personal  liability  shall  bo  limited  to  their  unpaid  stock  sub- 
scriptions in  their  respective  communes. 

Subparagraph  1.  Credit  limitation  of  third  class:  The  credit  of 
each  member  of  a commune  of  the  third  class  shall  be  limited  to  five 
times  his  paid-up  stock  in  his  commune. 

Sec.  3.  Order  in  which  liabilities  attach  : The  order  in  which  liabili- 
ties attach  shall  be  as  follows  : The  drawer  of  a granger  or  bill  of  ex- 
change and  maker  of  a promissory  note  and  other  credit  instruments 
shall  be  primarily  liable  for  their  payment ; next  the  drawer  or  maker’s 
surety,  if  any;  next  the  drawer  or  maker’s  commune  stock;  next  the 
members  of  the  commune  of  which  the  drawer  or  maker  is  a member. 
If  the  commune  be  of  the  first  or  second  class  ; next  the  surplus  of  the 
branch  situated  in  the  district  in  which  the  drawer  or  maker’s  commune 
is  situated  ; next  the  stock  of  all  the  communes  of  such  district,  which 
liability  shall  attach  to  each  share  of  such  stock ; next  the  stock  of  the 
branch  of  the  district  in  which  the  drawer  or  maker’s  commune  is  situ- 
ated ; and  finally  the  guaranty  fund : Provided,  That  any  loss  sus- 
tained by  a branch  other  than  by  the  failure  of  a member  to  meet  his 
obligation  shall  be  repaired,  first,  out  of  the  surplus  of  such  branch, 
and  if  that  be  insufficient,  then  out  of  the  stock  of  the  communes  of  the 
district  in  which  such  branch  is  located,  and  if  that  be  insufficient, 
then  out  of  the  stock  of  such  branch,  and  finally  out  of  the  guaranty 
fund  : Provided  further,  That  in  no  event  shall  the  stock  of  the  com- 
munes or  branch  of  one  director’s  district  be  liable  for  the  debts  or 
defaults  of  the  members,  communes,  or  branch  of  another  director’s 
district. 

Article  VI. 

Section  1.  Inuation  of  corporation:  The  duration  of  the  corporation 
shall  be  50  years,  but  the  Congress  hereby  retains  the  right  to  amend 
this  charter  decennially  after  the  twentieth  year. 

Article  VII. 

Section  1.  Corporate  powers  : The  corporate  powers  of  the  society 
shall  be  exercised  by  a board  of  directors,  the  members  of  which  shall 
be  elected  in  the  decentralized  manner  provided  in  this  section  of  this 
article,  and  such  officers,  agents,  and  committeemen  as  the  board  may 
elect,  except  as  otherwise  expressly  provided  in  this  charter.  The 
board  shall  have  power  and  authority  to  enact  by-laws,  rules,  and  regu- 
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lations  for  the  society,  its  branches  and  communes,  their  agents  and 
members,  not  inconsistent  with  the  terms  of  this  charter. 

Paragraph  1.  Classification  of  directors  : The  classification  of  direc- 
tors’ districts  and  the  territory  comprising  each  shall  be  as  follows : 

First  class : First,  Alabama ; second,  Arizona ; third,  Arkansas ; 
fourth,  California ; fifth,  Colorado ; sixth,  Connecticut ; seventh,  Dela- 
ware; eighth,  Florida;  ninth,  Georgia;  tenth,  Idaho;  eleventh,  Illinois; 
twelfth,  Indiana. 

Second  class:  Thirteenth,  Iowa;  fourteenth,  Kansas;  fifteenth,  Ken- 
tucky ; sixteenth,  Louisiana ; seventeenth,  Maine ; eighteenth,  Maryland 
and  District  of  Columbia;  nineteenth,  Massachusetts;  twentieth,  Michi- 
gan ; twenty-first,  Minnesota ; twenty-second,  Mississippi ; twenty-third, 
Missouri ; twenty-fourth,  Montana. 

Third  class  : Twenty-fifth,  Nebraska  ; twenty-sixth,  Nevada  ; twenty- 
seventh,  New  Mampshire ; twenty-eighth,  New  Jersey ; twenty-ninth, 
New  Mexico  ; thirtieth.  New  York  ; thirty-first,  North  Carolina  ; thirty- 
second,  North  Dakota ; thirty-third,  Ohio ; thirty-fourth,  Oklahoma ; 
thirty-fifth,  Oregon  ; thirty-sixth,  Pennsylvania. 

Fourth  class : Thirty-seventh,  Rhode  Island  ; thirty-eighth,  South 
Carolina  ; thirty-ninth,  South  Dakota  ; fortieth,  Tennessee ; forty-first, 
Texas ; forty-second,  Utah  ; forty-third,  Vermont ; forty-fourth,  Vir- 
ginia ; forty-fifth,  Washington ; forty-sixth,  West  Virginia ; forty-sev- 
enth, Wisconsin  ; forty-eighth,  Wyoming. 

Par.  2.  Quorum  : Each  director  shall  have  one  vote  on  the  board,  and 
a majority  shall  constitute  a quorum  for  the  transaction  of  business. 

Par.  3.  Terms  of  office  of  directors  : The  first  board  of  directors  shall 
be  divided  into  four  classes  in  the  order  provided  in  paragraph  1 of  this 
section.  The  term  of  the  first  class  shall  expire  on  the  second  Tuesday 
in  January  next  following ; that  of  the  second  class  one  year  from  that 
time;  that  of  the  third  class  two  years  from  that  time;  and  that  of  the 
fourth  class  three  years  from  that  time,  and  so  on,  consecutively,  in 
each  and  every  year  thereafter,  so  that  all  the  directors  of  one  class 
shall  be  elected  annually  thereafter  for  a term  of  four  years  each.  All 
vacancies  occurring  in  the  board  shall  be  filled  by  the  advisory  council 
of  the  respective  director's  district  until  the  next  general  election  of 
director  for  such  district. 

Par.  4.  Qualification  of  directors  : Each  director  shall  be  a citizen  of 
the  United  States  and  bona  fide  resident  and  voting  member  of  a com- 
mune of  the  first  or  second  class  and  remain  such  during  his  term  of 
office. 

Par.  5.  Manner  of  electing  directors  : The  directors  shall  be  elected 
by  the  ballots  of  their  respective  directors’  districts,  each  visor  being 
entitled  to  cast  as  many  votes  as  there  are  members  of  his  commune. 
Such  ballots  must  be  forwarded  to  the  executive  office  of  the  society  by 
United  States  post,  inclosed  in  an  official  envelope  on  which  the  words 
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“ Official  director’s  ballot  ” shall  be  printed  or  written  In  red  ink  on 
the  address  side  thereof. 

Subparagraph  1.  Ballots  and  envelopes — How  furnished  : It  shall 
be  the  duty  of  the  secretary,  90  days  before  the  election  of  a director, 
to  mail  one  official  ballot  and  envelope  to  each  visor  of  the  district  in 
which  such  an  election  is  to  be  held. 

Scbpar.  2.  Inspectors  of  elections : The  secretary  shall,  on  the 
fourth  Tuesday  in  November  of  each  year,  in  the  presence  of  the 
auditor  or  deputy  auditor  and  a censor,  open  and  count  the  official 
ballots  cast  for  directors  at  the  election  held  two  weeks  previously. 
Any  candidate  for  director  may,  at  his  own  expense,  appoint,  in  writing, 
one  representative  to  be  present  at  such  opening  and  counting,  who 
shall  have  the  privilege  to  examine  each  ballot. 

Par.  6.  Candidates  for  director : Each  eligible  person  who  desires  to 
become  a candidate  for  director  of  bis  district  shall  notify  the  secre- 
tary four  months  in  advance  of  such  election,  and  the  secretary  shall 
inform  such  person  of  the  approximate  cost  in  postage  and  printing 
necessary  to  place  his  name  before  the  visors  of  his  district.  If  such 
person,  within  30  days  after  the  mailing  of  such  information,  make 
remittance  to  the  secretary  to  cover  such  expense,  it  shall  be  the 
further  duty  of  the  secretary  to  cause  the  name  and  address  of  each 
such  candidate  to  be  printed  on  each  ballot  sent  out  by  him  and  mail 
one  of  such  ballots  and  official  envelopes  to  each  visor  of  that  director’s 
district.  The  candidate  receiving  a plurality  of  the  votes  east  at  such 
election  shall  be  declared  elected.  If  two  candidates  tie  at  any  elec- 
tion, then  a special  election  shall  be  held  to  decide  the  contest  between 
them,  such  special  election  to  be  called  by  the  president  for  such  time 
as  he  may  deem  meet. 

Par.  7.  Annual  election  of  directors : The  annual  election  for  the 
members  of  the  board  of  directors  to  fill  the  places  of  the  outgoing 
class  shall  be  on  the  second  Tuesday  in  November  of  each  year,  and 
the  newly  elected  members  of  the  board  shall  be  inducted  into  office 
the  second  Tuesday  in  January  next  following  and  hold  office  for  a 
term  of  four  years. 

Par.  8.  Compensation  of  directors : Each  member  of  the  board  of 
directors  who  attends  the  annual  board  or  parliamentary  session  on  the 
first  day  thereof  (the  first  Tuesday  in  January  of  each  year)  and  there 
remains  for  three  days  shall  be  paid  a salary  of  $1,000  for  the  previous 
fiscal  year,  ending  December  31,  together  with  traveling  expenses 
incurred  in  attending  such  session. 

Subparagraph  1.  Penalty  for  failure  of  attendance : Any  director 
who  fails  to  attend  two  annual  board  or  parliamentary  sessions  during 
a single  term  shall  have  his  office  vacated  and  be  rendered  ineligible 
to  hold  such  office  thereafter. 
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Pab.  9.  Chairman  of  board : The  board  of  directors  shall  elect  one 
of  their  members  chairman,  who  shall  preside  at  the  meetings  and  ses- 
sions of  the  board  and  call  the  board  together  in  extraordinary  session 
by  giving  each  member  30  days’  previous  notice  in  writing. 

Pab.  10.  Nonpolitical  control  guaranteed  : No  director  shall  hold  or 
become  a candidate  for  any  elective  office  under  any  government  or 
with  any  political  party  during  his  term  of  office. 

Pab.  11.  Recall  of  directors  and  advisory  councilmen  : The  auditor 
and  censors  may,  when  in  their  judgment  the  interest  of  the  society  or 
its  creditors  require  it,  call  a confidence  election  to  recall  any  member 
of  the  board  of  directors  or  advisory  councils.  Three  months’  previous 
notice  shall  be  given  the  person  to  be  recalled,  and  the  reason  for 
initiating  such  recall  set  forth  in  writing  and  signed  by  the  auditor  and 
a majority  of  the  censors,  and  a copy  thereof  mailed  to  each  such 
person. 

Subparagraph  1.  Voters  at  confidence  elections  : Each  member  of  a 
commune  situated  in  the  district  represented  by  the  director  or  ad- 
visory councilman  to  be  recalled  shall  be  entitled  to  cast  one  vote,  at 
each  confidence  election  held  therein. 

Subpab.  2.  Effect  of  confidence  elections  : If  a majority  of  the  quali- 
fied voters  at  a confidence  election  vote  in  favor  of  the  recall  of  the 
person  voted  on,  it  shall  have  the  effect  of  removing  him  from  office  and 
disqualifying  him  from  holding  such  office  thereafter. 

Sec.  2.  Annual  election  of  officers  : The  annual  election  of  officers 
shall  be  held  on  Wednesday  next  following  the  second  Tuesday  in  Janu- 
ary of  each  year,  on  which  day  the  board  of  directors  shall  elect  a 
president,  vice  president,  secretary,  treasurer,  one  or  more  censors, 
members  of  the  executive  committee,  such  numbers  of  inspectors  as  the 
business  may  require,  and  such  other  officers  as  the  by-laws  may  pre- 
scribe, which  officers  shall  hold  office  for  a term  of  one  year  each  and 
until  others  are  elected  in  their  stead. 

Paragraph  1.  President : The  president  shall  be  the  chief  executive 
officer  of  the  society  and  have  authority  to  appoint  the  managers  of 
the  branches,  select  the  depositaries  and  fiscal  and  other  agents  and 
clerical  force  of  the  society,  and  fix  the  compensation  of  each  when 
the  same  Is  not  fixed  by  the  board  of  directors.  The  vice  president 
shall  perform  the  duties  of  the  president  during  the  absence  or  ina- 
bility of  the  latter  to  serve  and  do  and  perform  such  other  duties  as 
the  by-laws  may  prescribe. 

Par.  2.  Secretary : The  secretary  shall  attend  all  board  meetings  of 
the  directors  and  executive  committee  and  keep  true  records  of  what 
transpires  thereat,  prepare  all  ballots  for  the  election  or  recall  of 
directors  and  councilmen,  and  open  and  count  such  ballots  in  the  pres- 
ence of  the  auditor  or  deputy  auditor  and  a censor,  as  provided  in  this 
charter,  and  do  and  perform  such  other  duties  as  the  by-laws  may 
prescribe. 
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Par.  3.  Treasurer : The  treasurer  shall  be  the  custodian  of  the 
society’s  securities  anil  funds,  under  such  safeguards  as  the  by-laws 
may  prescribe,  hold  one  of  the  keys  to  the  securities  vault,  and  per- 
form such  other  duties  as  the  by-laws  may  prescribe. 

Par.  4.  Censors : The  censors  shall  have  power  and  authority  to 
attend  all  board  meetings  of  the  directors  and  executive  committee, 
audit  and  inspect  the  books,  accounts,  papers,  properties,  and  transac- 
tions of  the  society,  its  branches  and  communes,  become  the  custodian 
of  one  of  the  keys  to  the  securities  vault,  approve  the  schedule  of  com- 
pensation of  the  auditor  and  deputy  auditors,  and  jointly  with  the 
auditor  call  confidence  elections  and  inspect  the  ballots  for  the  elec- 
tion of  directors  and  advisory  councilmen,  and  make  annual  reports  to 
the  Secretary  of  Agriculture. 

Subparagraph  1.  Qualification  of  censors  : The  censors  must  be,  and 
for  five  yers  previous  have  been,  certified  public  accountants  ; and  they 
shall  be  ineligible  for  reelection. 

Subpar.  2.  Number  of  censors : There  shall  not  be  less  than  one  nor 
more  than  three  censors,  the  number  to  be  prescribed  by  the  by-laws. 

Subpar.  3.  Compensation  of  censors : Each  censor  shall  be  paid  a 
salary,  in  monthly  installments,  of  $12,000  per  annum  and  traveling 
expenses  incurred  while  performing  his  duties. 

Par.  0.  Executive  committee  : The  executive  committee  shall  be  com- 
posed of  seven  voting  members  of  communes  of  the  first  or  second  class. 
They  shall  exercise  such  power  and  authority  as  may  be  delegated  to 
them  by  the  board  of  directors,  which  shall  not  exceed  their  own  power 
and  authority:  Provided,  That  any  by-law  enacted  by  such  committee 
shall  remain  in  force  only  until  the  day  next  following  the  next  meeting 
of  such  hoard.  When  the  committee  enacts  a by-law  its  chairman  shall 
cause  a (rue  copy  thereof  to  be  mailed  to  each  member  of  the  board. 
A majority  of  the  members  of  the  executive  committee  shall  constitute 
a quorum  for  the  transaction  of  business. 

Par.  0.  Auditors : The  president  of  said  liberty  insurance  league 
shall  annually  appoint  one  auditor  and  such  number  of  deputy  auditors 
as  in  his  judgment  the  business  of  the  society  requires,  who  shall  serve 
one  year  each  and  until  others  are  so  appointed  in  their  stead.  Such 
president  shall  fix  the  compensation  to  be  paid  such  appointees  by  the 
society  and  submit  a schedule  thereof  to  the  censors,  which  schedule, 
when  approved  by  the  censors,  shall  become  a charge  against  the  society 
and  be  paid  in  monthly  installments. 

Subparagraph  1.  Authority  of  auditor  and  deputy  auditors : The 
auditor  shall  have  power  and  authority  to  audit  the  book*,  accounts,  and 
papers  and  inspect  the  securities,  properties,  and  transactions  of  the 
society,  its  branches  and  communes,  attend  board  meetings,  become  the 
custodian  of  one  of  the  keys  to  the  securities  vault,  and  jointly  with  the 
censors  call  confidence  elections  to  recall  directors  and  advisory  couneil- 
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men  and  inspect  all  elections,  and  direct  the  activities  of  the  deputy 
auditors  and  prescribe  their  duties,  who  may  do  and  perform  any  duty 
imposed  on  the  auditor. 

Sec.  2.  Branches  : There  shall  be  one  branch  in  each  director's  dis- 
trict, which  shall  be  under  the  direction  and  management  of  a manager, 
deputy  auditor,  advisory  council,  and  such  other  force  as  the  by-laws 
may  prescribe. 

Paragraph  1.  Manager  : The  manager  shall  be  the  chief  executive 
officer  of  the  branch  of  his  district  and  shall  observe  the  by-laws  enacted 
by  the  board  of  directors,  executive  committee,  advisory  council,  and 
supervisors  of  the  communes  of  his  district. 

Par.  2.  Deputy  auditor  : Each  deputy  auditor  shall  do  and  perform 
such  duties  as  may  be  assigned  him  by  the  auditor,  which  shall  not 
exceed  the  power  and  authority  conferred  on  the  auditor  under  this 
charter. 

Par.  3.  Advisory  council : Each  branch  shall  have  an  advisory  council 
composed  of  five  voting  members  of  communes  of  the  first  or  second  class, 
who  shall  be  citizens  of  the  United  States. 

Subparagraph  1.  Authority  of  advisory  council : The  advisory  council 
shall  have  power  and  authority  to  enact  by-laws,  rules,  and  regulations 
for  the  branch  and  communes  of  their  respective  districts  not  inconsist- 
ent with  the  express  terms  of  this  charter  or  the  by-laws,  rules,  and 
regulations  enacted  by  the  board  of  directors  or  executive  committee. 

Sbbpar.  2.  Election  of  advisory  council : The  members  of  the  advisory 
council  shall  be  elected  for  the  same  term,  at  the  same  time,  and  in  the 
manner  of  the  election  of  the  director  of  the  respective  districts,  but  by 
the  ballots  of  the  supervisors  of  the  communes  of  their  respective  dis- 
tricts, the  supervisors  voting  as  a unit  and  casting  as  many  votes  as 
there  are  members  of  their  respective  communes. 

Subpar.  3.  Compensation  of  advisory  council : Each  member  of  the 
advisory  council  shall  receive  as  a compensation  for  his  services  $5  per 
day  and  traveling  expenses  for  each  day  he  attends  the  meetings  of  such 
council ; but  such  compensation  and  traveling  expenses  shall  not  exceed 
$100  during  a single  year. 

Subpar.  4.  Chairman : Each  advisory  council  shall  annually  elect 
one  of  their  members  as  chairman,  who  shall  call  meetings  of  its 
members. 

SuBrAit.  5.  Quorum  : A majority  of  the  members  of  the  advisory  coun- 
cil shall  constitute  a quorum  for  the  transaction  of  business. 

Sec.  3.  Officers  of  communes : The  officers  of  the  communes  shall 
consist  of  a visor,  scribe,  three  or  more  supervisors,  and  such  visiting 
and  inspection  committees  as  the  supervisors  may  prescribe  by  by-law. 
They  shall  be  elected  annually  by  the  voting  members  of  their  com- 
munes at  such  time  as  the  board  of  directors  may  prescribe,  and  hold 
office  for  a term  of  one  year  each  and  until  others  are  elected  in  their 
Stead. 
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Paragraph  1.  Visor:  The  visor  shall  be  a voting  member  of  Uls 
commune  and  chief  executive  officer  thereof,  and  shall  do  and  perform 
such  duties  as  the  by-laws  may  prescribe. 

Par.  2.  Scribe : The  scribe  shall  become  the  custodian  of  the  blank 
forms  of  the  commune,  attend  the  meetings  of  the  supervisors,  see  that 
the  mortgages  and  other  credit  instruments  executed  by  the  members 
of  the  commune  are  properly  recorded  and  transmitted  to  the  branch, 
conduct  the  correspondence  for  the  commune,  and  do  and  perform  such 
other  duties  as  the  by-laws  may  prescribe. 

Pah.  3.  Supervisors : The  supervisors  shall  consist  of  not  less  than 
three  voting  members  of  their  communes  who  are  citizens  of  the  United 
States  and  shall  have  power  and  authority  to  enact  such  by-laws,  rules, 
and  regulations  for  their  respective  communes  as  are  not  inconsistent 
with  the  terms  of  this  charter  or  the  by-laws,  rules,  and  regulations 
enacted  by  the  board  of  directors  or  executive  committee  or  advisory 
council  of  their  district : Provided,  That  one  copy  of  each  by-law,  rule, 
and  regulation  enacted  by  them  shall  be  sent  to  the  branch  of  the  same 
district  and  another  to  the  executive  office  of  the  society. 

Subparagraph  1,  Quorum  : A majority  of  the  supervisors  shall  con- 
stitute a quorum  for  the  transaction  of  business. 

Subpar.  2.  Chairman : The  supervisors  shall  elect  one  of  their  num- 
ber as  chairman  of  their  body  who  shall  be  acting  visor  in  the  absence 
or  inability  of  such  officer  to  act. 

Par.  4.  Expense  of  communes  : A correct  record  of  the  expenses  of 
managing  each  commune  shall  be  kept  by  the  scribe  and  reported  an- 
nually to  the  manager.  Such  expenses  shall  be  paid  for  in  cash  by  the 
members  of  the  respective  communes,  aud  in  no  event  shall  they  become 
a charge  against  the  commune  or  society. 

Article  Vi  II. 

Section  1 . When  society  is  to  begin  business  : When  the  commission- 
ers succeed  in  inducing  such  a life  insurance  company  as  is  referred  to 
in  section  3 of  the  act  creating  this  charter  to  accept  the  said  Liberty 
Insurance  League  charter  they  shall  proceed  in  procuring  bona  fide 
applications  from  farmers  of  integrity,  energy,  and  frugality  for  the 
organization  of  at  least  20  communes  in  not  less  than  6 directors’  dis- 
tricts and  choose  suitable  persons  for  president,  vice  president,  secretary, 
censor,  and  1 director,  and  5 members  of  the  advisory  councils  of  the 
districts  in  which  such  applicants  reside,  and  notify  the  president  of 
said  Liberty  Insurance  League  to  appoint  an  auditor  and  as  many  deputy 
auditors  as  they  have  chosen  directors,  and  the  officers  so  selected,  ap- 
pointed, and  chosen  shall  constitute  .the  first  officers  of  the  society.  The 
commissioners  shall  then  report  to  the  Secretary  of  Agriculture  the 
result  of  their  labors,  who  shall  thereupon  call  on  the  said  Liberty  In- 
surance League  to  pay  in  the  capital  of  such  branches  as  the  commis- 
sioners have  organized,  and  such  portion  of  the  guaranty  fund  as  in 
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his  judgment  the  immediate  requirements  of  the  society  demand,  and 
issue  a statement  declaring  the  society  organized  for  the  transaction 
of  business  under  this  charter. 

Article  IX. 

Section  1.  Franking  privilege : The  society  shall  enjoy  the  franking 
privilege  of  the  Government  of  the  United  States  for  the  purpose  of 
making  inquiries  of  the  credit  status  of  members,  and  farmers  desiring 
to  become  members  of  the  society,  under  such  rules  and  regulations  as 
may  be  prescribed  by  the  Postmaster  General. 

Paragraph  1.  Second-class  mall  matter : The  periodical  bulletins  of 
the  society  shall  be  entered  as  second-class  mail  matter  at  the  post 
office  where  the  society’s  executive  office  Is  located,  under  such  rules 
and  regulations  as  may  be  prescribed  by  the  Postmaster  General. 

Article  X. 

Section  1.  Statements : The  society  shall  make  such  reports  to  the 
Department  of  Agriculture  as  the  Secretary  of  Agriculture  may  require. 

Paragraph  1,  Legal  process  : Tho  manager  of  each  district  shall  be 
the  agent  of  the  society  on  whom  legal  process  may  be  served,  and  the 
Secretary'  of  Agriculture  may  require  the  appointment  of  such  an  agent 
in  such  districts  in  which  the  society  has  no  manager. 

Article  XI. 

Section  1.  General  provisions : Each  credit  instrument  drawn  or 
made  by  a member  and  indorsed  or  accepted  by  a commune  shall  set 
forth  the  purpose  for  which  the  credit  sought  is  to  be  used,  and  if  the 
credit  sought  through  one  such  credit  instrument  is  to  be  used  for  more 
than  one  purpose,  then  each  of  such  purposes  shall  be  itemized  and  the 
amount  of  each  stated  in  plain  figures  opposite  each  item : Provided, 
That  this  proviso  shall  not  apply  to  credit  instruments  drawn  by  the 
branches  on  the  society. 

Paragraph  1.  Meaning  of  “ granger  ” : The  word  “ granger  ” used  in 
this  charter  shall  mean  a bill  of  exchange,  and  if  any'  person,  firm,  cor- 
poration, or  association  other  than  this  society  uses  such  word  to  desig- 
nate a credit  instrument,  the  Postmaster  General  shall  be  authorized  to 
deny  them  or  either  of  them  the  use  of  the  United  States  mails. 

Par.  2.  Meaning  of  “ farmer”  : The  word  “ farmer  ” used  iu  this  char- 
ter shall  include  hortieulturalist,  vinej'ardist,  orchardist,  dairyman, 
stock  raiser,  raiser  of  poultry  and  bees,  truck  grower,  or  grower  of  any 
agricultural  product.” 

Sec.  4.  Swindling  defined  and  penalty  prescribed  : That  any  person 
who  knowingly  makes  a false  statement  of  material  fact  in  an  applica- 
tion for  membership  to  the  society  or  any  of  its  communes,  or  any  mem 
her  of  the  society  or  its  communes  who  makes  such  a statement  for  the 
purpose  of  obtaining  credit  from  the  society,  with  the  intent  in  either 
case  to  defraud  the  society,  or  to  deceive  any  officer  of  the  society,  its 
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branches  or  communes  ; and  every  person  who  with  like  intent  aids  or 
abets  any  person  or  member,  in  the  violation  of  this  section,  shall  be 
deemed  guilty  of  a misdemeanor,  and  shall  upon  conviction  he  fined  not 
more  than  §100  or  imprisoned  for  not  more  than  one  year,  or  both. 

Sec.  5.  Embezzlement  defined  and  penalty  prescribed  : That  any  presi- 
dent, vice  president,  secretary,  treasurer,  auditor,  deputy  auditor, 
censor,  inspector,  director,  member  of  the  executive  committee,  manager, 
member  of  an  advisory  council,  visor,  acting  visor,  supervisor,  scribe, 
or  agent  or  clerk  of  the  society,  its  branches  or  communes,  who  em- 
bezzles, abstracts,  or  willfully  misappropriates  any  of  the  moneys,  funds, 
or  credits  of  the  society,  or  who  makes  any  false  entry  in  any  book, 
report,  or  statement  of  the  society  with  intent,  in  either  case,  to  injure 
or  defraud  the  society  or  any  company,  body  politic  or  corporate,  or  any 
Arm  or  individual  person  ; and  every  person  who,  with  like  intent,  aids 
or  abets  any  officer,  clerk,  or  agent  in  the  violation  of  this  section  shall 
be  deemed  guilty  of  a misdemeanor  and  shall,  upon  conviction,  be  im- 
prisoned not  less  than  1 nor  more  than  10  years. 

Sec.  6.  Liberty  insurance  league  charter:  That  the  fiscal  and  finan- 
cial agent  for  the  Government  of  the  United  States,  or  corporation 
and  body  politic  created  by  this  act  and  referred  to  as  the  liberty  in- 
surance league,  shall  operate  under  and  be  governed  solely  by  the  terms 
of  its  charter,  which  shall  read  as  follows  : 

“ Charter  of  the  Liberty  Insurance  League. 

Article  I. 

Section  1.  Name  of  corporation  : The  name  of  the  corporation  shall 
be  the  “ liberty  insurance  league,”  and  it  shall  be  referred  to  herein 
as  the  league. 

Article  II. 

Section  1.  Executive  office:  The  temporary  executive  office  of  the 
league  shall  be  established  by  the  commissioners,  at  which  place  it 
shall  remain  for  11  years  from  the  date  of  the  approval  of  the  act 
creating  this  charter,  at  the  expiration  of  which  time  the  board  of 
trustees  shall  establish  a permanent  executive  office  by  a majority 
vote ; but  its  location  may  be  changed  at  any  time  thereafter  by  a 
two-thirds  vote  of  the  board  of  trustees. 

Article  III. 

Section  1.  Nature  of  business  : The  nature  of  the  league’s  business 
shall  be,  and  it  is  hereby  authorized  and  empowered,  to  act  as  the 
financial  and  fiscal  agent  for  the  Government  of  the  United  States  in 
such  manner,  for  such  purposes,  and  on  such  terms  as  may  be  pre- 
scribed by  the  Secretary  of  Commerce  and  approved  by  the  league’s 
board  of  directors  or  trustees,  to  do  and  transact  the  business  of  in- 
surance of  every  nature  whatsoever,  to  sell  indemnity  against  any 
and  every  contingency,  to  negotiate  reinsurances  of  risks  and  com- 
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parties,  receive  and  execute  trusts,  make  endowments,  grant,  purchase, 
and  dispose  of  annuities  and  property.  It  shall  operate  such  busi- 
nesses or  any  of  them  through  managers  and  agents  in  the  several 
States,  Territories,  and  insular  possessions  of  the  United  States,  and 
it  may  operate  them  or  any  of  them  in  such  foreign  countries  whose 
Governments  grant  it  permits  so  to  do  : Provided,  That  it  is  hereby 
authorized  to  limit  its  liabilities  on  such  foreign  business  to  such 
funds  or  capital  of  the  department  doing  such  foreign  business  as  Its 
by-laws  may  prescribe. 

Paragraph  1.  Separate  departments  : The  league  shall  have  and  main- 
tain a separate  department  for  each  class  of  business  done  by  it,  and 
each  department  shall  be  designated  by  some  appropriate  word  or  words 
signifying  the  class  of  business  transacted  thereby.  For  example,  it 
shall  use  the  words  “ life  department  ” to  designate  the  department 
through  which  it  transacts  the  business  of  selling  indemnity,  endow- 
ments, and  annuities  pertaining  to  human  beings ; “ live-stock  depart- 
ment ” to  designate  the  department  through  which  it  sells  indemnity 
against  loss  or  injury  to  domesticated  animals  and  fowls  ; and  “ fire 
department’’  to  designate  the  department  through  which  it  sells  in- 
demnity against  loss  or  injury  of  or  to  property  by  fire,  water,  or  the 
elements. 

It  shall  obtain  the  approval  of  the  Secretary  of  Commerce  to.  the  word 
or  words  used  to  designate  departments  other  than  the  three  departments 
herein  specifically  mentioned. 

Subpabageaph  1.  Funds  of  departments  segregated  : The  league  shall 
segregate  the  assets,  capital,  surplus  funds,  and  receipts  of  each  depart- 
ment ; and  the  assets,  capital,  surplus,  funds,  and  receipts  of  one  depart- 
ment shall  not  be  liable  for  the  debts,  obligations,  or  defaults  of  any 
other  department : Provided,  That  the  guaranty  fund  shall  be  and  be- 
come a common  fund  for  all  departments,  as  is  expressly  provided  in 
Article  IV  of  this  charter  : Provided  further.  That  25  per  cent  of  the 
general  old-age  pension  fund  of  the  life  department  shall  become  a com- 
mon fund  for  the  protection  of  the  league  when  the  guaranty  fund  be- 
comes exhausted,  subject  to  the  provisions  provided  in  said  Article  IV 
and  the  last  paragraph  of  Article  IX. 

Pah.  2.  Classification  of  funds : Each  department  shall  create  and 
maintain  a separate  sinking  fund  and  a separate  safety  fund,  and  in 
addition  thereto  the  life  department  shall  create  and  maintain  a general 
old-age  pension  fund,  and  the  league  shall  create  and  maintain  a guar- 
anty fund. 

Article  IV. 

Sectiox  1.  Capital : Each  department  shall  have  a capital  stock  of 
$100,000,  which  shall  he  fully  paid  in  cash  before  such  department  be- 
gins business.  The  stock  of  each  department  shall  be  divided  into  1,000 
shares  of  $100  each,  and  certificates  issued  therefor  numbering  from  1 
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to  1,000.  The  stockholders  shall  he  paid  a divided,  it  earned,  of  7 per 
cent  per  annum,  which  dividend  shall  be  cumulative  and  paid  semi- 
annually. The  stock  shall  he  nonassessable. 

Paragraph  1.  Sinking  fund  : The  proceeds  from  the  sale  of  the  capital 
Btock,  1 per  cent  of  the  gross  premium  receipts  of  each  department  until 
its  capital  stock  Is  retired,  and  such  voluntary  donations  as  may  he 
made  thereto,  together  with  the  interest  accruing  thereon,  shall  con- 
stitute the  sinking  fund  of  each  department  creating  and  maintain- 
ing it. 

Subparagraph  1.  Objects  of  sinking  fund : The  objects  of  the  sinking 
fund  shall  be  to  create  a fund  for  the  retirement  of  the  capital  stock  of 
each  department,  to  raise  a guaranty  fund,  and  to  better  protect  the 
interest  of  stock  and  policy  holders  and  cure  any  impairment  in  the 
safety  fund  of  each  department. 

Subpar.  2.  Retirement  of  stock  : The  stock  of  each  department  must 
be  retired,  on  the  basis  voted  by  a majority  in  value  of  the  stockholders 
at  their  first  meeting  after  the  tenth  anniversary,  of  the  issuance  of  the 
first  policy  of  the  respective  department,  from  the  sinking  fund  of  such 
department : Provided,  That  the  stock  of  no  department  shall  be  retired 
which  would  leave  its  sinking  fund  with  less  than  $1,000,000  of  ap- 
proved assets. 

Par,  2.  Safety  fund  : Each  department  shall  create  and  maintain  a 
separate  safety  fund  from  such  portion  of  its  premiums  as  the  by-laws 
may  prescribe. 

Subparagraph  1.  Object  of  safety  fund  : The  object  of  the  safety 
fund  shall  be  to  cure  any  impairment  in  the  reserves  of  the  depart- 
ment creating  the  same. 

Par.  3.  Guaranty  fund  : The  remainder  of  the  sinking  fund  of  each 
department  not  used  in  retiring  its  stock  shall  be  transferred  to  and  be- 
come a part  of  the  guaranty  fund,  which  shall  be  a common  fund  of  the 
league  and  under  the  management  of  the  life  department. 

Subparagraph  1.  Objects  of  guaranty  fund:  The  objects  of  the  guar- 
anty fund  shall  be  to  better  protect  the  safety  fund  of  each  department, 
and  thereby  afford  better  security  to  the  policyholders  and  creditors  of 
the  league.  When  the  safety  fund  of  any  department  becomes  ex- 
hausted, then  resort  shall  be  had  to  the  guaranty  fund  for  the  payment 
of  the  claims  and  creditors  of  such  department:  Provided , That  when 
such  resort  is  had  such  department  shall  not  declare  or  pay  a dividend 
to  its  policyholders  until  the  principal  sum  so  received  is  repaid,  with 
Interest  at  the  rate  of  5 per  cent  per. annum. 

Article  V. 

Section  1.  Duration  of  league  : The  duration  of  the  league  shall  be 
60  years,  but  Congress  hereby  retains  the  power  of  amending  this 
charter  decennially  after  the  twentieth  year, 
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Article  VI. 

Section  1.  Preliminary  control : The  preliminary  corporate  powers 
of  the  league  .shall  be  exercised  by  the  Commissioners  named  in  section  3 
of  the  act  creating  this  charter,  two  of  whom  shall  constitute  a quorum 
for  the  performance  of  the  duties  imposed  on  them  nnder  this  charter 
and  the  act  .creating  this  charter  and  the  charter  of  the  rural  credit 
society. 

Paragraph  1.  Powers  of  commissioners : The  commissioners  shall 
have  power  and  authority  to  negotiate  with  some  solvent  and  well- 
established  life  insurance  company  having  at  least  $400,000,000  assets, 
and  which  is  incorporated  under  the  laws  of  some  one  of  the  several 
States,  for  the  purpose  of  inducing  such  a company  to  surrender  its 
State  charter  and  agree  to  accept  and  operate  under  this  charter ; to 
choose  3 temporary  censors  and  10  temporary  censor  electors,  as  pro- 
vided in  Article  VII  of  this  charter ; to  establish  the  temporary  execu- 
tive office  of  the  league ; to  issue  and  sell  the  stock  of  the  life  de- 
partment for  cash  at  not  less  than  par  and  deposit  the  proceeds  of 
such  sale  in  some  bank  selected  by  them  for  the  use  and  benefit  of 
the  life  department,  subject  to  the  league’s  check  when  the  Secre- 
tary of  Commerce  issues  a statement  authorizing  it  to  do  business, 
and  to  arrange  with  the  life  department  after  It  is  organized  to  issue 
and  purchase  or  act  as  the  agent  for  the  issuance  and  sale  of  the  stock 
of  the  other  departments  at  not  less  than  par,  and  to  be  paid  for  in 
cash  as  each  department  is  organized ; to  designate  the  number  of 
directors  of  the  league  during  its  temporary  control  and  incorporate 
such  number  in  the  articles  of  agreement  referred  to  in  the  paragraph 
next  following ; to  do  and  perform  such  duties  as  are  imposed  on  them 
in  the  charter  of  the  rural  credit  society  also  created  by  this  act ; and 
to  employ  such  assistants,  clerks,  and  agents  as  they  deem  necessary 
to  aid  them  in  performing  the  duties  imposed  on  them  under  this 
charter  and  the  charter  creating  the  rural  credit  society  and  this  act. 

Par.  2.  Effect  of  commissioners’  acts : The  procuring  of  the  signa- 
tures of  the  chief  executive  officer  and  a majority  of  the  directors  or 
trustees  of  such  an  insurance  company  as  is  referred  to  in  the  para- 
graph immediately  preceding  to  written  articles  of  agreement  to  accept 
and  operate  under  this  charter  shall  have  the  force  and  effect  of  trans- 
ferring all  the  assets,  properties,  contracts,  and  resources  owned  and 
possessed  by  such  company  and  to  which  it  is  entitled  to  the  league,  and 
binding  the  league  to  assume  all  the  debts  and  obligations  of  such  com- 
pany at  the  time  of  the  signing  of  such  articles  of  agreement,  any  law 
or  statute  to  the  contrary  notwithstanding.  Such  articles  of  agrceSNen t 
shall  be  signed  by  the  commissioners,  or  a majority  of  them,  and  de- 
livered to  the  Secretary  of  Commerce  ; and  If  he  approves  the  same,  he 
shall  issue  a written  statement  authorizing  the  life  department  of  the 
league  to  begin  business. 
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Par.  3.  Commissioners  to  acquire  no  interest  in  league : The  commis- 
sioners shall  acquire  no  interest  in  the  stock  of  the  league  nor  accept 
anything  of  value  or  the  promise  of  any  office  or  other  reward  from  the 
officers,  directors,  or  trustees  of  the  company  with  which  they  conduct 
such  negotiations.  The  commissioners  shall  receive  as  a compensation 
for  their  services  the  sum  of  $2,500  each  and  traveling  expenses  In- 
curred by  them  iu  performing  the  duties  imposed  on  them  under  the 
two  charters  created  by  this  act,  which  shall  be  paid  them  out  of  the 
$40,000  appropriation  made  immediately  available  by  the  act  creating 
this  charter;  but  such  compensation  and  expenses,  together  with  the 
compensation  and  expenses  of  the  assistants,  clerks,  and  agents  ap- 
pointed by  them,  shall  not  exceed  the  last-named  sum. 

Article  VIII. 

Section  1.  Temporary  conjtrol : From  the  date  of  the  execution  of  the 
articles  of  agreement  referred  to  in  paragraph  2 of  section  1 of  Article 
VI  of  this  charter  and  until  the  league’s  mutualization  10  years  there- 
after, as  provided  in  section  5 of  Article  VIII,  the  corporate  powers 
of  the  league  shall  ho  exercised  by  a board  of  directors  and  such 
officers  and  agents  as  such  board  may  elect,  except  such  powers  as  are 
by  this  charter  vested  in  the  censors  and  censors’  electors,  temporary 
and  permanent. 

Sec.  2.  Number  of  directors : The  said  articles  of  agreement  shall 
provide  the  number  of  directors,  which  shall  not  be  less  than  0 nor 
more  than  25. 

Sec.  3.  Election  of  directors : The  first  board  of  directors  shall  be 
chosen  by  the  commissioners  and  named  in  said  articles  of  agreement, 
who  shall  serve  until  the  second  Tuesday  in  April  next  following,  and 
their  successors  shall  be  elected  annually  thereafter  by  the  stockholders 
of  the  life  department,  each  share  of  such  stock  being  entitled  to  cast 
as  many  votes  as  there  are  directors  to  be  elected  : Provided,  That  no 
director  shall  hold  such  office  after  the  league’s  mutualization,  but 
nothing  herein  is  intended  to  prevent  a director  from  holding  the  office 
of  trustee  when  the  league  becomes  mutualized,  if  he  be  eligible. 

Sec.  4.  Election  of  officers  : During  the  temporary  control  the  officers 
shall  be  elected  annually  by  the  board  of  directors. 

Sec.  5.  Quorum  : A majority  of  the  board  of  directors  shall  consti- 
tute a quorum  for  the  transaction  of  business. 

Sec.  6.  Temporary  censors  : There  shall  be  three  temporary  censors, 
who,  at  the  time  their  terms  of  office  begin,  must  be,  and  for  five  years 
next  preceding  have  been,  public  certified  accountants  and  citizens  of 
the  United  States. 

Sec.  7.  Selection  of  temporary  censors  : The  commissioners  shall  choose 
the  first  board  of  temporary  censors,  who  shall  serve  for  terms  of  8,  12, 
and  16  months,  respectively,  and  their  successors  shall  be  elected  annu- 
ally thereafter  for  a term  of  one  year  each  by  the  temporary  censors' 
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electors  until  the  permanent  censors’  electors  have  qualified  ; and  the 
temporary  censors  shall  be  inducted  into  office  four  months  apart  after 
the  expiration  of  the  terms  of  the  first  board. 

Paragraph  1.  Temporary  censors’  electors  : There  shall  be  10  tempo- 
rary censors’  electors,  each  of  whom  must  be  a citizen  of  the  United  States 
who  has  carried  on  his  own  life,  for  a period  of  not  less  than  10  years 
and  in  an  amount  not  less  than  $10,000,  a policy  of  insurance  with  the 
company  agreeing  to  accept  and  operate  under  this  charter  but  who  holds 
no  office  or  other  position  with  such  company  and  who,  while  serving 
as  such,  shall  hold  no  office  or  other  position  with  the  league.  No 
two  of  them  shall  be  residents  of  the  same  State.  The  commissioners 
shall  choose  the  first  board  of  temporary  censors’  electors,  and  any  va- 
cancy occurring  in  such  board  shall  be  filled  by  those  remaining. 

Par.  2.  Duties  of  temporary  censors’  electors  : Each  temporary  censors’ 
elector  shall  possess  the  privilege  of  nominating  one  eligible  candidate  for 
temporary  censor  at  each  temporary  censor’s  election  and  to  cast  one 
vote  for  three  candidates  thereat,  and  to  nominate  one  eligible  candi- 
date to  fill  any  vacancy  which  may  occur  in  the  board  of  temporary 
censors’  electors  and  to  cast  one  vote  at  such  election.  All  such  elec- 
tions shall  he  by  ballot  and  all  ballots  must  be  mailed  to  the  secretary 
at  the  league’s  executive  office  by  United  States  post  in  envelopes  with 
the  words  “ Temporary  censors'  ballot  ” or  “ Temporary  censors'  elector 
ballot,”  as  the  ease  may  be,  written  or  printed  in  red  ink  on  the  address 
side  thereof.  Such  ballots  shall  be  safely  preserved  by  the  secretary 
and  opened  and  counted  In  the  presence  of  the  temporary  censors  10  days 
after  each  such  election.  The  temporary  censors’  electors  shall  fix 
the  time  of  such  election  to  suit  their  convenience,  and  the  time  so  fixed 
by  them  shal  be  reduced  to  writing,  signed  by  a majority  of  them,  and 
mailed  to  the  secretary  to  be  preserved  as  a permanent  record  of  the 
league. 

Par.  3.  Compensation  of  temporary  censors’  electors : On  the  31st 
day  of  December  in  each  year  the  league’s  treasurer  shall  pay  $1,000  to 
each  temporary  censors'  elector  who  shall  have  voted  that  year  at  each 
election  referred  to  in  the  paragraph  immediately  preceding. 

Sec.  8.  Powers  of  temporary  censors  : The  temporary  censors  shall 
have  power  and  authority  to  supervise  all  elections,  verify  the  state- 
ments, audit  the  accounts,  and  inspect  the  books,  papers,  transactions, 
and  properties  of  the  league,  attend  board  and  committee  meetings, 
become  the  custodian  of  one  of  the  keys  to  the  securities  vault,  and 
approve  each  by-law.  contract,  and  agreement  of  the  league  in  which  a 
director,  trustee,  or  officer  is  to  acquire  a direct  personal  interest. 

Paragraph  1.  Compensation  of  temporary  censor : Each  temporary 
censor  shall  be  paid  a salary  of  $12,000  annually,  in  equal  monthly 
Installments,  and  traveling  expenses  incurred  by  him  in  performing  his 
duties. 
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Par.  2.  Ineligible  for  rcelec’tion : A temporary  censor  shall  be  in- 
eligible for  reeleetion. 

Article  VIII. 

Section  1.  Permanent  control : When  the  league  becomes  mutualized, 
as  provided  in  section  5 of  this  article,  its  corporate  powers  shall  be 
exorcised  by  a board  of  trustees  and  such  officers  and  agents  as  such 
board  may  elect,  except  as  otherwise  expressly  provided  in  this  charter. 

Sec.  2.  Number  of  trustees : The  board  of  trustees  shall  consist  of  as 
many  persons  as  there  are  trustee  districts,  if  an  eligible  person 
therein  be  duly  elected  therefrom. 

Sec.  3.  Trustee  districts : The  number  and  classification  of  trustee 
districts  and  the  territory  comprising  each  shall  be  as  follows  : 

First  class : First,  Alabama ; second,  Arizona ; third,  Arkansas ; 
fourth,  California ; fifth,  Colorado  ; sixth,  Connecticut ; seventh,  Dela- 
ware ; eighth,  District  of  Columbia;  ninth,  Florida;  tenth,  Georgia. 

Second  class:  Eleventh,  Idaho;  twelfth,  Illinois;  thirteenth,  Indiana; 
fourteenth,  Iowa  ; fifteenth,  Kansas  ; sixteenth,  Kentucky  ; seventeenth, 
Louisiana;  eighteenth,  Maine;  nineteenth,  Maryland;  twentieth,  Massa- 
chusetts. 

Third  class : Twenty-first,  Michigan ; twenty-second,  Minnesota ; 
twenty-third,  Mississippi ; twenty-fourth,  Missouri ; twenty-fifth,  Mon- 
tana ; twenty-sixth,  Nebraska  ; twenty-seventh,  Nevada ; twenty-eighth. 
New  Hampshire;  twenty-ninth,  New  Jersey;  thirtieth,  New  Mexico. 

Fourth  class  : Thirty-first,  New  York  ; thirty-second,  North  Carolina  ; 
thirty-third,  North  Dakota  ; thirty  fourth,  Ohio  ; thirty-fifth,  Oklahoma  ; 
thirty-sixth,  Oregon  ; thirty-seventh,  Pennsylvania  ; thirty-eighth,  Rhode 
Island  ; thirty-ninth,  South  Carolina ; fortieth,  South  Dakota. 

Fifth  class:  Forty-first,  Tennessee;  forty-second,  Texas;  forty-third, 
Utah;  forty-fourth,  Vermont;  forty-fifth,  Virginia;  forty-sixth,  Wash- 
ington ; forty-seventh,  West  Virginia ; forty-eighth,  Wisconsin ; forty- 
ninth,  Wyoming. 

Sec.  4.  Quorum  : Each  member  of  the  board  of  trustees  shall  have 
one  vote  on  the  board,  and  a majority  shall  constitute  a quorum. 

Sec.  5.  Mutualization  of  league : Ten  years  from  the  execution  of 
the  articles  of  agreement  referred  to  in  paragraph  2 of  section  1 of 
Article  VI  of  this  charter,  the  board  of  directors  must  meet  for  the 
purpose  of  mutualizing  the  league  by  electing  one  eligible  person  from 
each  trustee  district,  and  the  persons  so  elected  shall  constitute  the 
league's  first  board  of  trustees.  Such  trustees  shall  be  divided  into  five 
classes,  in  the  order  provided  in  section  3 of  this  article.  The  term 
of  the  first  class  shall  expire  on  the  second  Tuesday  in  April  next  fol- 
lowing ; that  of  the  second  class  one  year  from  that  time ; that  of  the 
third  class  two  years  from  that  time  ; that  of  the  fourth  class  three 
years  from  that  time  ; and  that  of  the  fifth  class  four  years  from  that 
time ; and  so  on,  consecutively,  in  each  and  every  year  thereafter,  so 
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that  all  of  one  class  shall  be  elected  annually  for  a term  of  fire  years. 
All  vacancies  occurring  on  the  board  of  trustees  by  death,  resignation, 
or  otherwise  shall  be  filled  by  the  members  of  the  board  remaining 
until  the  next  general  election:  Provided.  That  when  a vacancy  occurs 
by  reason  of  ttie  recall  of  a trustee  at  a confidence  election,  as  pro- 
vided in  paragraph  2 of  section  10  of  this  article,  a special  election 
must  be  called  by  tbe  president  within  six,  and  not  sooner  than  four, 
months  after  such  vacancy  occurs  to  fill  such  uuexpired  term. 

Sec.  6.  Qualification  of  trustees : Each  trustee  shall  be  a citizen  of 
the  United  States,  bona  fide  resident  of  liis  district,  and  qualified 
positive  elector  of  the  league,  and  remain  such  during  his  term  of  office. 

Sec.  7.  Annual  election  of  trustees : The  annual  election  of  trustees 
to  fill  the  places  of  the  outgoing-  class  shall  be  on  the  second  Tuesday 
in  March  of  each  year,  and  the  newly  elected  members  shall  take,  charge 
of  their  office  on  the  second  Tuesday  in  April  next  following. 

Sec.  8.  Manner  of  electing  trustees : The  trustees  shall  be  elected  by 
the  ballots  of  the  qualified  positive  electors  residing  in  their  respective 
trustee  districts.  Such  ballots  shall  be  mailed  to  the  secretary  at  the 
league’s  executive  office  by  the  United  States  post  in  official  envelopes, 
with  the  words  “ Official  trustee  ballot  ” written  or  printed  in  red  ink 
on  the  address  side  thereof. 

Paragraph  1.  Ballots  and  envelopes — How  furnished : It  shall  be 
the  duty  of  the  secretary  30  days  before  an  election  of  trustee  to  mail 
one  official  ballot  and  envelope  to  each  qualified  positive  elector  residing 
in  the  trustee  district  in  which  such  election  is  to  be  held. 

Par.  2.  Opening,  counting,  and  inspecting  ballots : The  secretary 
shall,  on  the  fourth  Tuesday  in  March  of  each  year,  open  and  count  the 
ballots  cast  for  trustees  at  the  election  held  two  weeks  before,  in  the 
presence  of  the  censors,  who  shall  Inspect  and  count  the  same.  Any 
candidate  at  such  election  may,  at  his  own  expense,  appear  at  such 
opening  and  counting,  either  in  person  or  by  one  representative  ap- 
pointed by  him  in  writing,  who  may  also  inspect  the  same. 

Par.  3.  Candidates  for  trustee : Each  eligible  person  who  desires  to 
become  a candidate  for  trustee  of  bis  district  must  notify  the  secre- 
tary of  such  desire  three  months  before  an  election,  and  the  secretary 
shall  inform  such  person  of  the  approximate  expense  of  postage  and 
printing  necessary  to  place  his  name  before  the  qualified  positive  electors 
of  his  district.  If  such  person,  within  20  days  after  mailing  such  infor- 
mation, make  remittance  to  cover  such  approximate  expense,  it  shall  be 
the  further  duty  of  the  secretary  to  cause  the  name,  address,  occupa- 
tion,'and  business  or  professional  connections  of  each  such  candidate 
to  be  printed  on  each  ballot  sent  out  by  him,  and  mail  one  of  such 
ballots  to  each  qualified  positive  elector  who  has  resided  in  such  dis- 
trict one  or  more  years.  The  candidate  receiving  a plurality  of  the  votes 
cast  at  such  election  shall  be  declared  elected.  If  candidates  tie  at 
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an  election,  a special  election  shall  be  held  one  month  after  the  opening 
and  counting  of  such  ballots  to  decide  the  issue  between  them. 

Sec.  9.  Positive  elector  defined:  Each  citizen  of  the  United  States 
who  has  been  a bona  fide  resident  of  a trustee  district  for  at  least  one 
year,  and  who  carries,  and  has  carried  for  a period  of  at  least  10 
years,  a policy  or  policies  of  insurance  on  his  own  life  with  the  league 
or  company  reinsured  by  it,  which  policy  or  policies  have  unencumbered 
reserve  values  aggregating  not  less  than  $5,000  (such  reserves  to  bo 
calculated  on  the  American  experience  table  of  mortality  with  interest 
at  3 per  cent  per  annum  on  the  net  premium  basis),  is  defined  to  be 
a positive  elector,  and  shall  be  entitled  to  hold  the  office  of  trustee 
and  to  cast  one  ballot  for  a candidate  for  trustee  of  a district  in  which 
at  least  20  qualified  positive  electors  reside  and  have  resided  at  least 
one  year,  unless  he  shall  have  been  disqualified  as  provided  in  para- 
graph 1 of  this  section. 

Paragraph  1.  Disqualification  of  positive  electors:  Any  positive 
elector  may  be  disqualified  as  follows : First,  by  himself,  either  by 
making  a written  request  of  the  league  for  that  express  purpose  or  by 
his  failure  or  refusal  to  exercise  his  privilege  to  vote  at  a trustee  elec- 
tion when  entitled  so  to  do  ; second,  or  by  the  negative  electors  at  a 
confidence  election,  as  provided  in  paragraph  2 of  section  10  of  this 
article.  No  disqualified  positive  elector  shall  vote  for  trustee  or  hold 
such  office. 

Sec.  10.  Negative  elector  defined  : Each  citizen  of  the  United  States 
who  has  been  a bona  fide  resident  of  a trustee  district  for  at  least  one 
year  and  who  carries  and  has  carried  for  a period  of  at  least  10  years 
a policy  or  policies  of  insurance  on  his  own  life  with  the  league  or 
company  reinsured  by  it,  which  policies  have  unencumbered  reserve 
values  aggregating  not  less  than  $500  nor  more  than  $5,000  (such  re- 
serves to  be  calculated  on  the  same  basis  as  provided  in  section  9 of 
this  article),  is  defined  to  be  a negative  elector  and  shall  be  entitled  to 
cast  one  vote  by  official  ballot  at  each  confidence  election  held  in  his 
confidence-election  district  to  disqualify  a qualified  positive  elector  or 
electors  residing  in  the  same  district. 

Paragraph  1.  Confidence  election  districts  : The  District  of  Columbia, 
each  county,  each  parish  in  a State  having  no  county  government,  and 
each  city  not  embraced  in  a county  or  parish  but  situated  in  a trustee 
district,  shall  constitute  a separate  confidence  election  district. 

Par.  2.  Manner  of  calling  confidence  elections : When  25  per  cent 
of  the  negative  electors  of  a confidence  election  district  petition  the 
league  in  writing  to  cast  a vote  of  confidence  on  one  or  any  number 
of  qualified  positive  electors  residing  therein,  it  shall  be  the  duty  of  the 
secretary  to  prepare  ballots  containing  the  names  of  the  qualified 
positive  electors  to  be  voted  on  and  mail  one  to  each  negative  elector 
thereof,  together  with  an  official  envelope.  If  a majority  of  the  negative 
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electors  of  such  district  vote  a lack  of  confidence  in  any  qualified 
positive  elector,  it  shall  have  the  effect  of  disqualifying  him  from  there- 
after voting  for  trustee  or  holding  such  office.  The  president,  a majority 
of  the  censors  or  temporary  censors,  as  the  case  may  be,  or  20  per  cent 
of  the  trustees  may  call  confidence  elections  at  will : Provided,  That  not 
more  than  one  confidence  election  shall  be  held  during  a period  of  five 
years  to  disqualify  the  same  qualified  positive  elector. 

Sec.  11.  Annual  election  of  officers  : The  board  of  trustees  shall,  on 
Wednesday  next  following  the  second  Tuesday  in  April  of  each  year, 
elect  a president,  secretary,  seven  members  of  the  advisory  council,  and 
such  other  officers  as  the  by-laws  may  prescribe. 

Paragraph  1.  Terms  of  office  of  officers:  The  officers  shall  be  elected 
for  a term  of  one  year  each  and  until  others  are  elected  in  their  stead. 

Sec.  12.  Advisory  council : The  advisory  council  shall  consist  of  not 

% 

less  than  7 nor  more  than  15  persons,  who  shall  be  qualified  positive 
electors. 

Paragraph  1.  Power  of  advisory  council:  The  advisory  council  may 
exercise  such  power  and  authority  as  shall  be  delegated  to  them  by  the 
board  of  trustees,  which  shall  not  exceed  the  power  and  authority  such 
board  may  exercise  under  this  charter:  Provided,  That  any  by-law 
enacted  by  the  advisory  council  shall  remain  in  force  and  effect  only 
until  the  day  following  the  next  meeting  of  the  board,  and  the  chairmau 
of  such  council  shall  immediately  upon  the  enactment  of  a by-law  notify 
each  member  of  the  board  of  the  same  and  furnish  each  with  a true  copy 
thereof. 

Sec,  13.  Censors : The  directors  and  trustees  are  authorized  to 
negotiate  with  the  United  Commercial  Travelers  of  America,  a fraternal 
association  with  its  supreme  council  in  Columbus,  Ohio,  or  the  Travel- 
ers’ Protective  Association,  with  its  supreme  council  in  St.  Louis,  Mo., 
for  the  purpose  of  inducing  one  of  them  to  make  the  life  department  of 
the  league  the  official  life-  insurance  company  for  its  members,  under 
such  terms  and  conditions  as  may  be  mutually  agreed  upon  by  the  board 
of  directors  or  trustees  of  the  league  and  duly  authorized  officials  of 
such  fraternal  association  and  approved  by  the  Secretary  of  Commerce. 
When  such  agreement  is  duly  and  properly  executed,  then  each  member 
of  such  fraternal  association  residing  in  a censor's  district  and  carrying 
on  his  own  life,  with  the  league  or  company  reinsured  by  it,  a policy  ef 
insurance  for  not  less  than  $1,000,  is  defined  to  be  a censor's  elector 
and  shall  be  entitled  to  nominate  one  candidate  for  censor  at  each 
censor’s  election  held  therein  and  cast  one  rote  at  such  election. 

Paragraph  1.  Designation  of  districts  to  hold  censors’  elections  : At 
each  annual  election  of  officers  the  hoard  of  trustees  shall  designate 
three  districts  in  which  censors’  elections  shall  he  held  the  following 
year.  If  the  board  fails  or  refuses  to  designate  such  districts,  the 
censors  in  office  shall  perform  such  duty. 
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Par.  2.  Number  and  qualification  of  censors  : There  shall  be  three  cen- 
sors elected  annually  for  a term  of  one  year  each,  who  shall  take  charge 
of  their  office  four  months  apart  and  be  ineligible  for  reelection.  A cen- 
sor must  be,  and  for  five  years  next  preceding  his  election  have  been,  a 
public  certified  accountant,  and  a resident  of  or  maintain  a business 
office  in  the  censor's  district  from  -which  he  is  elected. 

Par.  3.  Censor's  district : A censor's  district  shall  comprise  a city  in 
The  United  States  with  a population  of  not  less  than  100,000  in  which 
such  fraternal  association  has  a local  council  with  at  least  10  qualified 
censors’  electors. 

Par.  4.  Censors  from  separate  States  : N'o  two  censors  serving  at  one 
time  shall  be  residents  of  the  same  trustee  district. 

rAit.  5.  Method  of  electing  censors  : The  agreement  between  the  league 
and  such  fraternal  association  shall  prescribe  the  method  of  holding 
.censors’  elections,  which  snail  have  the  force  and  effect  of  a by-law  and 
not  subject  to  amendment  or  repeal  except  by  the  mutual  consent  of  the 
board  of  trustees  and  the  supreme  council  of  such  fraternal  association  : 
Provided,  That  until  censors’  electors  have  qualified  in  at  least  10  cen- 
sors’ districts  the  temporary  censors’  electors  shall  continue  to  elect 
temporary  censors. 

Subparagraph  1.  Prohibition  against  censors’  electors:  No  censor’s 
elector  shall  hold  any  office  or  other  position  with  the  league  nor  recom- 
mend any  person  for  an  office  or  other  position  with  it,  and  any 
censor's  elector  violating  the  provisions  of  this  subparagraph  shall  be 
rendered  ineligible  to  vote  at  a censor's  election. 

Par.  C.  Compensation  of  censors : Each  censor  shall  be  paid  an 
annual  salary  of  $12,000,  in  equal  monthly  installments,  and  traveling 
expenses  incurred  by  him  while  performing  his  duties. 

Par.  7.  Authority  of  censors : The  censors  shall  have  power  and 
authority  to  supervise  all  elections,  call  confidence  elections,  audit  the 
accounts,  verify  the  statements,  and  inspect  the  books,  papers,  trans- 
actions, and  properties  of  the  league,  become  the  custodians  of  one  of 
the  keys  to  the  securities  vault,  and  approve  each  by-law,  contract,  and 
agreement  in  which  a director,  trustee,  or  officer  making  the  same  is 
to  acquire  a direct  personal  interest. 

Par.  S.  Special  old-age  pension  fund  : In  consideration  of  the  service 
such  fraternal  association  would  render  the  league  in  keeping  it  prop- 
erly inspected,  the  board  of  directors  and  trustees  are  authorized  to 
raise  a special  olu-age  pension  fund  for  the  sole  use  and  benefit  of  the 
members  of  such  fraternal  association  as  may  be  mutually  agreed  upon 
by  the  board  of  directors  or  trustees  of  the  league  and  the  supreme 
council  of  such  fraternal  association  : Provided,  That  no  person  holding 
an  office  or  other  position  with  the  league  shall  become  a beneficiary  of 
such  fund. 
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Sec.  14.  Political  control  prohibited : No  member  of  the  board  of 
trustees  or  advisory  council  shall  become  a candidate  for  or  hold  any 
elective  office,  under  any  Government  or  with  any  political  party  while 
holding  either  of  such  places  of  trust  with  the  league. 

Article  IX. 

Section  1.  General  old-age  pension  fund : When  the  stock  of  the  life 
department  is  retired,  such  department  shall  begin  the  accumulation 
of  a general  old-age  pension  fund  by  placing  therein  such  portion  of  its 
premium  income  as  the  by-laws  may  prescribe,  not  to  exceed  one-tenth 
of  1 per  cent,  the  interest  and  other  income  from  which  shall  become 
available  at  such  time  as  the  board  of  trustees  may  decide,  and  paid 
annually  thereafter  in  the  manner  and  to  the  persons  complying  with 
one  of  the  requirements  imposed  in  paragraph  1 of  this  section. 

Paragraph  1.  Beneficiaries  of  general  old-age  pension  fund : Each 
person  who  has  in  full  force  and  effect  an  unencumbered  insurance  or 
deferred  forfeitable  annuity  contract  which  he  has  carried  on  his  own 
life  with  the  league  or  company  reinsured  by  it,  for  the  amount  and 
time,  and  who  has  attained  the  age  prescribed,  respectively,  in  one  of 
the  following  four  subdivisions  of  this  paragraph,  shall  be  entitled  per 
capita  to  an  equal  portion  of  the  yearly  available  income  of  the  general 
old-age  pension  fund : 

First,  Those  who  for  40  years  have  carried  such  insurance  for  not 
less  than  $1,000,  or  such  annuity  on  which  the  premiums  aggregate 
5100,  and  have  attained  the  age  of  65  years. 

Second.  Or  those  who  for  30  years  have  carried  such  insurance  for 
not  less  than  $2,000,  or  such  annuity  on  which  the  premiums  aggre- 
gate $200,  and  have  attained  the  age  of  67  years. 

Third.  Or  those  who  for  20  years  have  carried  such  insurance  for 
not  less  than  $3,000,  or  such  annuity  on  which  the  premiums  aggre- 
gate $300,  and  have  attained  the  age  of  68  years. 

Fourth.  Or  those  who  for  10  years  have  carried  such  insurance  for 
not  less  than  $4,000,  or  such  annuity  on  which  the  premiums  aggre- 
gate $400,  and  have  attained  the  age  of  70  years. 

Par.  2.  Endowment  of  general  old-age  pension  fund  : Any  person  may 
voluntarily  endow  the  general  old-age  pension  fund,  the  income  from 
which  to  become  available  and  payable  to  beneficiaries  at  such  time  or 
the  happening  of  such  event  and  under  such  terms  as  may  be  mutually 
agreed  upon,  in  writing,  by  and  between  the  endower  and  the  board  of 
directors  or  trustees ; but  the  available  income  from  every  such  endow- 
ment must  be  general  and  apply  and  be  paid,  without  exception,  as  is 
expressly  provided  in  paragraph  1 of  this  section. 

Par.  3.  Benefactors’  names  to  appear : Each  person  endowing  the 
generald  old-age  pension  fund  in  a sum  for  not  less  than  $1,000,000 
shall  have  the  right  to  designate  the  name  of  one  benefactor,  which 
name  shall  be  printed  on  each  check  remitting  the  available  portion  of 
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such  fund  to  the  beneficiaries  thereof,  such  names  to  appear  in  the 
order  in  which  the  endowments  are  made,  beginning  with  the  first. 

Par.  4.  Objects  of  general  old-age  pension  fund  : The  objects  of  the 
general  old-age  person  fund  are  to  encourage  our  youth  to  capitalize 
their  future  income  and  protect  themselves  against  -want  in  old  age, 
and  to  better  protect  the  interests  of  policyholders  of  all  departments. 
To  meet  the  last-stated  object  it  is  provided  that  in  the  event  the 
guaranty  fund  becomes  exhausted  from  any  cause,  then,  and  in  such 
event  only,  shall  the  general  old-age  pension  fund  be  liable  to  the  extent 
of  25  per  cent,  but  the  department  causing  such  exhaustion  shall  not 
declare  or  pay  a dividend  to  its  stock  or  policy  holders  until  the  general 
old-age  pension  fund  is  fully  reimbursed,  both  in  principal  and  interest 
at  the  rate  of  5 per  cent  per  annum  for  the  sum  so  used. 

Article  X. 

Section  1.  Obligation  to  rural  credit  society  : The  life  department 
of  the  league  hereby  becomes  obligated  to  the  rural  credit  society  as 
follows  : 

First.  To  invest  $50,000  in  the  capital  stock  of  each  of  the  48 
branches  of  said  society,  each  of  such  investments  to  be  made  within 
80  days  after  the  Secretary  of  Agriculture  notifies  the  league  of  the 
organization  of  the  respective  branch. 

Second.  To  purchase  at  the  market  price  and  at  all  limes  carry  $100,- 
000  of  the  credit  paper  of  each  branch  of  said  society,  provided  such 
society  has  such  an  amount  it  is  willing  to  sell  to  the  league. 

Third.  To  select  annually  one  auditor  and  such  number  of  deputy 
auditors  for  said  society  as  the  president  of  the  league  deems  necessary 
for  the  business  requirements  of  said  society,  and  prepare  a schedule 
of  compensation  for  them  and  submit  the  same  to  the  censors  of  said 
society  for  approval. 

Fourth.  And  to  act  as  trustee  for  the  acceptance  from  the  Govern- 
ment of  the  United  States  the  guaranty  fund  of  said  society,  invest  the 
same,  and  pay  into  the  society’s  treasury  the  principal  and  accrued 
interest  of  said  fund,  less  one-half  of  1 per  cent  per  annum  as  the 
league's  compensation  for  the  risk  and  expense  of  such  trust,  at  such 
time  or  times  and  in  such  amounts  as  the  Secretary  of  Agriculture 
may  require. 

Paragraph  1.  Obligations  enforced  in  the  courts : The  rural  credit 
society  may  enforce  the  obligations  imposed  on  the  league  in  this  article 
by  resort  to  any  court  of  law  or  equity  in  the  United  States  having 
jurisdiction  of  the  matter. 

Article  XI. 

Section  1.  Taxes  : The  league  shall  pay  into  the  Treasury  of  the 
United  States  2 per  cent  per  annum  on  its  paid-up  capital  stock  of  each 
department  and  such  rates  on  its  real  estate  owned  by  it  to  the  States 
where  situated  as  may  be  provided  by  the  laws  of  such  States. 
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Paragraph  1.  Second-class  mail  privilege  : The  league’s  premium  and 
policyholders’  dividend  notices  and  receipts  and  periodical  bulletins  to 
its  policyholders  shall  be  rated  as  second-class  matter  and  sent  through 
the  mails  o f the  United  States  as  such,  under  such  rules  and  regulations 
as  the  Postmaster  General  may  prescribe. 

Article  XII. 

Section  1.  Statements:  The  league  shall  render  such  statements  to 
the  Department  of  Commerce  as  the  Secretary  of  Commerce  may  require. 

. Paragraph  1.  Quinquennial  statements : The  league  shall  qulnquen- 
nially  publish  a full  itemized  statement,  including  all  by-laws,  and  send 
to  any  pubic  library  in  the  United  States  copy  thereof  which  makes 
written  request  therefor  three  months  before  such  publication  and  remits 
to  cover  the  expense  in  sending  out  the  same. 

Article  XIII. 

Section  1.  Legal  process  agent : The  league  shall  at  all  times  have 
an  agent  in  the  District  of  Columbia  and  each  of  the  several  States  on 
whom  legal  process  may  be  served,  and  furnish  the  Secretary  of  Com- 
merce with  a list  of  the  same. 

Article  XIV. 

Section  1.  Congress  to  prescribe  penalties : The  Congress  shall  enact 
appropriate  legislation  imposing  penalties  for  the  violation  of  the  terms 
of  this  charter  and  the  league’s  by-laws  and  for  crimes  and  misde- 
meanors against  the  corporation.” 

Sec.  7.  That  any  president,  vice  president,  director,  trustee,  member 
of  the  advisory  council,  censor,  temporary  censor,  inspector,  medic&l 
examiner,  secretary,  officer,  manager,  agent,  or  other  representative  of 
the  league,  who  embezzles,  abstracts,  or  willfully  misappropriates  any 
of  the  moneys,  funds,  or  credits  of  the  league ; or  who  knowingly,  with- 
out first  obtaining  the  written  approval  of  the  censors  or  temporary 
censors,  makes  a contract  or  enacts  a by-law  for  the  league  through 
which  he  is  to  acquire  a direct  personal  pecuniary  interest ; or  who 
makes  any  false  entry  in  any  book,  report,  or  statement  of  the  league 
with  intent,  in  either  case,  to  injure  or  defraud  the  league  or  any  com- 
pany, body  politic  or  corporate,  or  any  firm  or  individual  persons,  or 
to  deceive  any  officer  or  censor  or  temporary  censor  of  the  league ; or 
obtains  or  causes  to  be  obtained  any  policy  or  other  contract  from  the 
league  for  the  purpose  of  defrauding  it ; and  every  person  who  with 
like  intent  aids  or  abets  any  officer,  clerk,  agent,  medical  examiner,  or 
other  representative  of  the  league  in  the  violation  of  this  section  shall 
be  deemed  guilty  of  a misdemeanor,  and  shall  upon  conviction  be  im- 
prisoned for  not  less  than  2 nor  more  than  10  years. 

Sec.  8.  That  the  sum  of  $25,040,000  is  hereby  appropriated,  out  of  any 
moneys  in  the  Treasury  not  otherwise  appropriated,  to  effect  the  pur- 
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poses'of  this  act,  of  which  $40,000  shall  become  available’  immediately  to 
defray  the  preliminary  expense  of  putting  this  act  in  operation.  Such 
last-mentioned  sum,  or  so  much  thereof  as  may  be  necessary,  shall' he 
paid  by  the  Treasurer  upon  the  presentation  to  him  of  vouchers  duly 
signed  by  the  chairman  of  said  commissioners  and  approved  by  the 
Auditor  of  the  Treasury.  The  commissioners  shall  elect  one  of  their 
number  as  chairman,  who  shall  preside  at  their  meetings,  call  the  com- 
missioners together,  direct  the  activities  of  themselves  and  such  experts, 
agents,  and  clerks  as  they  may  appoint  to  aid  them,  and  sign  all  vouchers 
on  the  Treasurer,  which  vouchers  shall  not  aggregate  the  sum  of  $40,000. 
The  commissioners  shall  fix  the  compensation  to  he  allowed  the  experts, 
agents,  and  clerks  appointed  to  aid  them.  They  shall  be  compensated 
by  a salary  of  $2,500  each  and  traveling  expenses  incurred  by  them  in 
performing  the  duties  imposed  on  them  under  this  act. 

The  said  sum  of  $25,000,000  hereby  appropriated  shall  become  avail- 
able when  said  commissioners  have  caused  the  articles  of  agreement  re- 
ferred to  in  paragraph  2 of  section  1 of  Article  VI  of  the  said  liberty 
insurance  league  charter,  created  by  this  act,  to  he  signed  and  executed 
in  the  manner  therein  prescribed  and  approved  by  the  Secretary  of  Com 
meree,  w!hen  said  sum  shall  be  paid  into  the  treasury  of  said  league  by 
the  Treasurer  of  the  United  States  upon  the  presentation  to  him  of  a 
voucher  duly  signed  by  the  Secretary  of  Commerce  and  approved  by  the 
Auditor  of  the  Treasury. 
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